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What  is  money  ?     To  answer  this  question  satisfactorily,  we  must 
start  from  the  beginning  and  consider  the  matter  from  several  points  of 
view.      In  early  times  there  was  no  money.     Amongst  savages  when 
one  wished  to  dispose  of  some  article  of  property,  he,  in  the  absence 
of  money,  could  only  barter  it.     That  is,  he  had  to  find  a  person  who 
would  give  him  something   he  required  in  exchange  for  the  article  of 
which  he  wished  to  dispose.      This   would   often   involve  a   long  and 
troublesome  search,  and  it  must  have  very  soon  occurred  to  some  one 
that  it  would   be   a   most   useful   innovation   to   find  an  article  which 
should  be  as  nearly  as  possible  of  a  fixed  value,  and  to  which  all  other 
things  could  be  referred  as  a  measure  of  their  value,  in  short,  to  serve 
as  currency.      Thus  we    find   that  amongst   the   inhabitants  of  India, 
there  were,  and  it  is  believed  still  are,  people  amongst  whom  cowries, 
a  peculiar  kind  of  shell,  were  and  are  the  measure  of  value  of  other 
commodities  ;  so  that  he  who  wishes  to  sell  anything,  instead  of  hunt- 
ing for  some  one  who  will  make  an  exchange  or  barter,  can  sell  it  to 
the  first  person  who  wants  it,  for  so  many  cowries  ;  and  with  these  cow- 
ries the  seller  can  buy  what  he  needs.     Cowries  became  the  monev, 
currency  or  coins  of  the  community.     In  the  same  way,  in  some  parts 
of  Africa,  we  find  that  glass  beads  are  currency.     In  course  of  time, 
amongst  civilized  or  partly  civilized  communities,  when  the  value  and 
uses  of  the  precious  metals  became  known,  it  was  found  that  they 
formed  much,  the  best  materials  for  money,  for  they  had  a  real   in- 
trinsic value  everywhere  recognized.      Besides,  they  could  be  reduced 
to  certain  degrees  of  fineness,  could   be   made   into   coins  of  a  certain 
and  equal  amount,  and  were  of  a  lasting  character.      We  will  confine 
our  attention  at  present  to  money  as  used  in  each  community,  leaving 


foreign  exchange — that  is,  the  passing  or  commerce  of  money  between 
different  communities  for  future  consideration — and  will  deal  only 
with  gold  and  silver  coins.  Money,  then,  amongst  civilized  nations 
may  be  said  to  be  invariably  composed  of  gold  or  silver,  formed  into 
coins  of  equal  and  convenient  sizes,  and  business  dealings  are  referred 
in  each  particular  country  to  the  coin,  money  or  currency  of  that  coun- 
try as  the  standard  measure  of  value.  Whether  that  standard  is  gold 
or  silver  makes  no  difference  as  amongst  the  members  of  the  com- 
munity. If  the  standard  measure  of  value  is  silver — as,  for  instance, 
the  silver  dollar — the  price  of  everything  is  reckoned  in  silver  dollars. 
If  gold — as,  for  instance,  the  British  sovereign  or  pound  sterling — 
prices  are  reckoned  in  pounds  and  fractional  parts  of  pounds.  Each 
community  has  its  own  standard  as  a  measure  of  value,  and  to  that 
measure  the  dealings  in  that  community  are  referred.  And,  now,  we 
come  to  a  part  of  the  subject,  which  is,  perhaps,  more  misapprehended 
than  any  other. 

How  is  the  value  of  money  fixed?  It  is  said:  "  Suppose  we  take 
"  the  silver  half  dollar,  we  refer  the  price  of  everything  else  to  it  as  a 
"measure  of  its  value,  but  how  do  we  value  the  half  dollar  itself?" 
The  answer  is  simple.  The  silver  half  dollar  is  worth  exactly  the  value 
of  the  silver  in  it.  It  contains  I2|  grams  of  silver.  It  is,  therefore, 
intrinsically  worth  12^  grams  of  silver  bullion  of  the  same  fineness  as 
that  of  which  the  half  dollar  is  made.  The  intrinsic  value  of  other 
articles  varies  from  time  to  time,  when  computed  by  the  standard  mea- 
sure of  value.  For  instance,  gold  may  be  intrinsically  worth  more  in 
silver  at  some  times  than  others,  but  the  intrinsic  value  of  a  coin, 
when  computed  in  the  metal  of  which  it  is  ?nade,  is  invariable ;  and  con- 
versely the  value  of  metal  of  which  the  standard  is  made,  when  com- 
puted in  that  standard,  is  always  the  same.  Standard  coin  is  merely 
bullion  in  a  convenient  shape,  guaranteed  by  a  State  as  being  of  a  par- 
ticular weight  and  fineness.  To  say  that  you  can  buy  a  thing  for  a 
silver  dollar,  assuming,  of  course,  that  the  dollar  is  of  a  particular 
weight  and  fineness,  is  only  to  say  that  you  can  buy  the  same  thing  for 
as  much   silver  bullion   as  is   contained  in  a  dollar,  and  of  the  same 


degree  of  fineness.  No  difficulty  arises  until  another  element  is  intro- 
duced, of  which  more  hereafter,  when  treating-  of  a  "  double  stand- 
ard" and  a  coinage  of  both  gold  and  silver.  We  see,  therefore,  that 
coin  or  currency — which  expression  we  now  use  to  mean  metal  cur- 
rency— is  merely  precious  metal  coined,  that  is,  made  into  a  conveni- 
ent shape  and  of  a  particular  degree  of  fineness,  to  which  currency  all 
business  transactions  are  referred  to  as  a  measure  of  value.  But,  as 
civilization  progressed,  and  particularly  after  bills  of  exchange  became 
known,  and  banks  came  into  being,  it  was  seen  that  it  was  not  by  any 
means  necessary  to  make  payments  in  material  currency.  Suppose 
that  A,  in  New  York,  owes  B,  in  San  Francisco,  $1,000,  and  suppose 
that  A  and  B  both  keep  accounts  at  one  bank,  and  A  has  $1,000  in 
that  bank  ;  all  that  A  need  do  is  to  draw  a  check  on  that  bank  in  B's 
favor,  and  send  it  to  B,  who  pays  it  into  the  bank  ;  the  bank  simply  debit 
A  with  the  amount  of  the  check  and  credit  B  with  it.  No  currency 
passes  ;  the  transaction  is  completed  without  it.  Again,  take  a  more 
complicated  transaction:  A  has  $1,000  in  a  bank  where  C  keeps  an 
account  ;  A  owes  B  $1,000,  and  B  owes  C  $1,000  ;  B  draws  a  bill  in 
his  own  favor  on  A,  A  accepts ;  B  then  indorses  the  bill  to  C,  C  pays 
the  bill  in  to  his  credit,  and  the  bank  merely  debit  A  and  credit  C  with 
the  amount.  That  $1,000  in  the  bank  has  paid  both  the  debts,  namely, 
A's  debt  to  B,  and  B's  debt  to  C,  without  any  currency  passing.  These 
examples  may  be  infinitely  complicated,  always  with  the  same  result. 
So  transactions  are  passing  daily,  and  it  may  safely  be  said  that  in  a 
commercial  community  a  very  small  proportion,  indeed,  of  the  deal- 
ings which  take  place  is  carried  through  by  any  passing  of  material 
currency  or  money.  There  must  be  a  certain  amount  of  currency  in 
circulation,  to  make  change,  to  make  payments  (where  there  are  no 
cross  accounts),  and  to  adjust  balances,  but  no  more.  It  is  to  be  noted 
that  in  every  transaction  where  no  money  passes,  all  values  are  reduced 
to  values  in  standard  currency.  Therefore,  any  fluctuation  or  uncer- 
tainty as  to  that  currency  must  prejudicially  affect,  not  only  those  few 
and  usually  small  transactions  in  which  currency  actually  passes, 
but  also  those  much  more  important  and  more  numerous  dealings, 
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where  it  does  not  actual!}'  pass.  It  is,  therefore,  not  only  the  few 
who  use  material  currency  who  are  injured  by  this  uncertainty  or 
fluctuation,  but  the  many  who  do  not  much  use  material  currency, 
but  deal  with  credits,  referring  their  transactions  to  the  standard  money 
as  a  measure  of  value. 

A  DOUBLE    STANDARD,  AND  SUBSIDIARY,  AND   TOKEN    OR  COUNTER    COINAGE. 

There  seems  to  be  some  confusion  as  to  the  meaning  of  the  term, 
"double  standard."  We  have  seen  that  where  there  is  in  a  community 
a  standard  measure  of  value,  values  in  that  community  are  measured 
by  that  standard,  but  it  is  possible  to  have  two  standards  in  the  same 
community,  quite  independent  of  one  another.  Suppose,  for  in- 
stance, a  community  having  as  one  standard  the  silver  dollar  and  as 
another  the  gold  dollar,  both  of  the  same  value,  according  to  the  mar- 
ket price  on  a  particular  day.  Here  are  two  separate  standards,  which 
are  for  the  moment  the  same,  by  either  of  which  the  value  of  any 
article  may  be  measured.  But,  if  you  measure  the  actual  value  of 
gold  by  silver,  or  the  actual  value  of  silver  by  gold,  the  relative  actual 
value  just  depends  upon  whether  there  is  more  or  less  than  is  required 
of  either  of  them  in  the  market,  that  is,  upon  demand  and  supply.  II 
silver  is  largely  produced  and  there  is  a  dearth  of  gold,  you  can  ex- 
change (or  buy)  more  silver  for  a  gold  dollar  than  in  other  circum- 
stances. So  that  a  gold  dollar  and  a  silver  dollar  may  be  made  to-day 
of  precisely  the  same  actual  value,  according  to  to-day's  market  prices 
of  gold  and  silver,  and,  to-morrow,  if  there  comes  into  the  market  a 
little  more  (in  proportion  to  the  demand)  of  one  metal  than  the  other, 
or  if  there  is  a  little  more  demand  for  one  than  the  other,  the  relative 
actual  values  will  be  altered.  Whilst,  therefore,  there  may  be  a  dou- 
ble standard — that  is,  two  standards  for  measuring  values — there  is  no 
certainty  that  those  two  standards  will  for  long  together  bear  the  same 
proportionate  actual  value  when  measured  one  by  the  other.  But 
some  people  use  the  term  ' '  Double  Standard  "  to  mean  two  standards, 
of  which  the  relative  actual  value  of  the  one  to  the  other  is  fixed  by  law. 
Now  there  can  be  no  such  thing;  as  fixing  the  relative  actual  values  of 


the  two  standards  by  law.  There  is  a  mode  uf  fixing  relative  nominal 
values  of  coins  of  different  metals  by  law,  by  establishing  a  subsidiary 
token,  or  counter  coinage,  as  will  presently  be  explained  ;  but  to  fix 
the  relative  actual  value  of  two  standards  is  as  impossible  as  to  fix  by 
law  the  force  of  the  wind  at  any  particular  hour,  or  any  particular  day, 
in  any  particular  spot,  for  the  simple  reason  given  above — the  law  of 
demand  and  supply.  Suppose  the  two  standards  are  silver  and  gold, 
if  there  is  more  silver  bullion  in  the  market  than  is  required,  the  same 
amount  of  gold  can  be  exchanged  for  more  silver  than  if  silver  is 
scarce.  It  is  the  same  with  wheat,  coals,  or  anything  else.  There  is 
no  magic  about  the  articles  being  gold  or  silver.  They  are  mere  com- 
modities, and  you  can  no  more  say  a  particular  quantity  of  gold  shall 
be  by  law  worth  so  many  dollars  in  silver  this  time  next  year,  than  you 
can  say  a  particular  quantity  of  wheat  shall  then  be  worth  a  particular 
quantity  of  dollars  in  silver.  If  there  are  two  distinct  standards,  there 
is  no  impossibility,  however  inconvenient  it  may  be,  about  measuring 
values  by  either,  and  dealing  on  the  basis  of  either  :  but  our  own  ex- 
perience tells  us  that  in  practice  the  two  standards  will  always  be  kept 
distinct  if  there  is  any  difference  in  their  relative  actual  values.  Adam 
Smith  and  John  Stuart  Mill  have  shown  that  unproductive  industries 
decrease  rather  than  add  to  the  wealth  of  a  country.  Enormous  sums 
of  money  have  been  earned  by  the  unproductive  industry  of  money- 
broking,  etc.,  which  industry,  if  otherwise  directed,  would  have  added 
to  the  wealth  of  the  country.  Again,  how  much  useless  calculation, 
trouble,  inconvenience,  loss  and  litigation  have  been  occasioned  by 
changes  of  the  relative  values  of  different  kinds  of  money?  There  is 
at  least  one  way  in  which  the  present  trouble  may  be  put  an  end  to. 
It  is  the  making  in  practice,  what  the  Legislature  probably  intended  to 
make,  but  did  not,  viz  :  one  standard  coin,  with  a  subsidiary  token 
coinage.  It  is  found  in  practice,  and  Germany  has  just  acted  upon 
the  discovery,  that  the  most  convenient  standard  is  gold.  Its  value 
fluctuates  less  than  that  of  silver,  and  it  is  more  handy  in  every  way. 
In  previous  illustrations  we  have  used  the  silver  half  dollar  as  a  stand- 
ard :   now  let  us  use  the  United  States  gold  dollar,  which  is  by  law  our 


"unit  of  value."     But  first  let  us  note  that  the  fixing  of  this  standard 
does  not  in  the  slightest  degree  affect  the  obligations  of  the  United 
States  incurred  years  ago,  if  they  were  incurred  in  a  measure  of  value 
different  from  the  present  gold  dollar.      Whatever  we  have  contracted 
to  pay,  we  must  pay.     So  far  as  the  foreign  creditor  is  concerned,  our 
coins  are  no  more  to  him  than  so  much  bullion.     The  moment  coin 
leaves  a  country  where  it  is  current,  its  attributes  as  coin   are  lost. 
When  we  told  our  foreign  creditor  we  would  pay  him  so  many  "  dol- 
lars," per  half  year,  interest,  and   in  the   fullness   of  time,  so   many 
"dollars"  principal,  we  referred  to  some  dollar  then  existing.     If  we 
have  since  pledged  ourselves  by  stipulation  with  him  to  pay  him  in 
gold  dollars  of  a  certain  weight  and  fineness,  we  must  do  it,  if  from 
no  other  motive,  then  from  the  lowest  of  all,  self  interest ;  for  anything 
we  might  gain  would  not  compensate  for  the  loss  of  credit  repudiation 
would  entail  upon  us  if  we  want  to  borrow  again.     Assuming,  then^ 
that  we  have  promised  to  pay  the  foreign  creditor  in  a  gold  or  silver 
dollar  of  so  many  grains  weight  and  of  a  particular  fineness,  that  was 
the  same  thing  as  promising  to  pay  him  so  much  gold  or  silver  bullion 
of  that  weight  and  fineness.      As  to  the  domestic  creditor,  as  we  prom- 
ised to  pay  him  dollars,  he  may  with  reason  say  we  promised  to  pay 
him  in  coin,  and  therefore  we  ought  to  do  so  if  he  wishes  it.     The  coin 
in  which  we  promised  to  pay  the  domestic  creditor  was  our  "stand- 
i  ard  "  at  the  time,  .and  a  standard  coin  is,  as  we  have  already  seen, 
worth  simply  its  equivalent  in  weight  and  fineness  in  bullion  ;  there- 
fore, though  he  might  call  upon  us  to  fulfill  our  promise  by  paying 
him  in  coins,  that  is,  not  in  loose  bullion,  we  should  be  acting  quite 
honorably  by  him   in  paying  him  in  coins  of  the  exact  weight  and 
fineness  of  our  standard  coin  at  the  time  we  made  the  contract.     It 
might  be  necessary,  if  the  creditor  demanded  it,  to  make  a  special  coin 
to  pay  him,  but  it  would  be  an  absurd  demand  on  his  part,  because 
he  would  find  it  much  more  convenient  for  him  to  take  an  equivalent 
in  our  present  coinage,  that  is,  so  much  of  the  latter  as  would  pur- 
chase in  the  market  as  much  bullion  as  would  be  contained  in  the 
coins  which   he  would   receive  if  paid   in  our  former  standard   coin. 


rv  of 

We  did  not  make  a  compact  with  either  the  domestic  or  the  foreign 


creditor  that  we. would  never,  so  long  as  the  debt  existed,  take  as  our 
standard  coin,  or  ''unit  of  value,'"  an}-  coin  other  than  that  in  which 
we  promised  to  pay  him.  Surely  we  may,  if  we  choose,  take  any  coin 
we  like  as  our  standard,  even  though  it  be  ten  times  as  valuable  as  the 
dollar  in  which  we  promised  to  pay  that  debt,  aye,  and  call  our  new 
coin  a  "dollar,"  if  we  please,  without  being  obliged  to  pay  our  old 
debt  in  the  new  coin,  new  dollar  for  old  dollar,  thus  increasing  our 
debt  tenfold.  To  return  :  taking  our  present  gold  dollar  as  the  stand- 
ard, we  have  already  seen  that  standard  coin  is  simply  the  bullion  of 
which  the  standard  is  made,  put  into  convenient  parcels  of  a  certain 
weight  and  fineness.  The  gold  dollar,  our  standard,  is  our  measure 
of  value  of  other  commodities.  But  we  need  coins  besides  gold  dol- 
lars to  carry  on  the  ordinary  business  of  life.  These  coins,  made  of 
another  metal,  are  our  subsidiary  coinage,  and  on  the  plan  we  are 
about  to  mention  would  be  a  real  subsidiary  "token,"  or  "counter" 
.coinage.  Experience  shows  that  there  must  always  be  a  certain 
amount  of  "change'"  in  circulation.  The  amount  fluctuates  but  lit- 
tle, and  always  increases  from  year  to  year,  as  population  and  civiliza- 
tion increase.  Our  "change,"  or  subsidiary  coinage,  is  of  silver. 
Half  dimes,  dimes,  quarter  dollars  and  half  dollars,  may  be  made  in 
silver  ;  a  silver  half  dime  to  pass  as  one-twentieth,  a  dime  as  one- 
tenth,  and  so  on,  of  a  gold  dollar.  But  we  decided  just  now  that  it 
was  impossible  for  the  relative  actual  value  of  silver  coin  to  gold  coin 
to  be  fixed  by  law.  So  it  is.  But  there  is  nothing  to  prevent  their 
relative  nominal  value  from  being  so  fixed;  'provided,  that  that  coin 
which  is  not  of  the  standard  metal  is  a  subsidiary  token  coin — that  is, 
a  mere  token  representing  a  certain  proportion  of  the  standard  coin  ; 
and,  provided,  the  subsidiary  coinage  is  at  all  times,  on  demand,  con- 
vertible or  exchangeable  into  standard  coin.  The  subsidiary  coinage 
may  be  of  paper,  of  no  intrinsic  value,  as  Bank  of  England  notes  ;  but 
so  long  as  it  is  always  convertible,  as  those  notes  are,  for  their  full  value 
in  standard  coin,  so  long  it  will  circulate  at  its  full  nominal  value.  It 
is  unnecessary  to  explain  the  reasons  why  a  subsidiary  coinage,  having 


S 


10 

an  intrinsic  value,  is  better  and  more  convenient  than  a  paper  currency. 
This  is  accepted  as  a  fact.  The  gold  dollar  being  our  standard,  in 
order  to  make  our  subsidiary  silver  coins  always  pass  current  at  their 
exact  nominal  value,  and  at  the  same  time  not  infringe  on  "  hard 
money  "  rules,  we  must  have  two  things.  The  subsidiary  coin  must 
not  be  of  greater  intrinsic  value,  when  measured  by  the  gold  standard, 
than  the  proportion  of  that  gold  standard  which  it  represents,  or  it  will 
cost  the  Government  more  to  make  than  the  amount  which  it  repre- 
sents, and  it  will  be  bought  or  exchanged  by  the  public  for  gold  dollars, 
to  export  and  melt  down  ;  on  the  other  hand,  for  the  "  hard  money'" 
reasons  mentioned  above,  our  subsidiary  coins  must  be  of  as  great  in- 
trinsic value  as  possible.  Experience  has  shown  that  although  there 
is  constant  fluctuation  in  the  relative  actual  value  of  gold  and  silver, 
there  is  a  point  below  which  gold  is  never  likely  to  fall  in  proportion 
to  silver.  Assuming  that,  as  experience  of  the  past  shows  is  the  case, 
gold  will  never  fall  more  than  1 5  per  cent,  of  its  present  relative  value 
to  silver,  and  that  our  subsidiary  silver  coinage  is  at  this  moment  worth 
intrinsically  15  per  cent,  less  than  the  proportion  of  the  gold  coin 
which  it  represents,  there  is  no  danger  that  these  silver  coins  will  ever 
bear  a  higher  intrinsic  value  in  the  markets  than  the  proportion  of 
gold  they  represent,  consequently  they  will  never  be  bought  up  to  ex- 
port or  melt  down.  On  the  other  hand,  if  it  is  understood  that  the 
Government  will  always  receive  these  subsidiary  coins,  undefaced,  at 
their  nominal  value,  and  give  standard  gold  coin  in  exchange  for 
them,  they  will  always  circulate  at  their  nominal  value.  After  all,  they 
would  be  only  counters,  representing  proportionate  parts  of  the  stand- 
ard coin,  which  can  be  turned  into  standard  coin  at  any  time  ;  paper, 
or  ivory  tokens  or  counters,  would  do  just  as  well,  only,  as  before 
stated,  for  ''hard  money"  reasons  we  prefer  to  have  our  subsidiary 
coinage  as  intrinsically  valuable  as  possible.  Seeing,  then,  that  there 
must  always  be  a  certain  volume  of  subsidiary  coinage  in  circulation, 
for  the  purpose  of  making  change,  etc.,  and  that  this  volume  is  con- 
stantly increasing  and  fluctuates  little,  a  pledge  by  the  Government, 
which  makes  the  subsidiary  coinage  convertible,  or  exchangeable  at 
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will  into  gold,  is  merely  nominal,  and  simply  amounts  to  this  :  that 
the  Government  must  not  seek  to  force  into  circulation  mofe  of  it  than 
the  community  needs,  nor  issue  it  except  at  its  par  value  in  gold  coin. 
The  circulation  will  regulate  itself.  As  it  is  constantly  increasing,  the 
Government  is  constantly  issuing  more  and  more  subsidiary  coins. 
This  constant  increase  is  a  source  of  profit  to  the  Government,  because 
it  buys  silver  at  the  market  price  and  issues  it  as  representing  a  pro- 
portion of  the  standard  coin,  which  proportion  is  of  a  higher  intrinsic- 
value  than  the  silver  coin,  and  up  to  the  point  to  which  the  increasing- 
volume  of  circulation  year  by  year  extends,  the  Government  can  make 
this  annual  profit.  The  essence  of  the  whole  thing  is,  that  the  issue 
of  these  subsidiary  coins  must  not  be  in  any  way  forced,  nor  must  the 
price  charged  by  the  Government  for  silver  coins  be  in  any  manner 
dependent  on  the  market  price  of  silver  bullion  measured  by  the  gold 
standard  ;  they  must  be  issued  in  exchange  for  gold  coin,  and  issued 
merely  as  counters,  or  tokens  (of  great  intrinsic  value,  indeed,  but 
still  only  counters,  or  tokens),  to  represent  a  certain  proportionate 
value  of  the  standard  coin.  There  is  no  particular  preference  in  the 
writer's  mind  for  15  per  cent,  as  being  the  proper  percentage  which 
the  intrinsic  value  of  the  subsidiary  coinage  should  be  below  the  value 
of  the  standard  coinage.  Some  people,  who  have  thought  on  the  sub- 
ject, say  5  per  cent,  is  quite  enough.  This  may  be  so  ;  all  that  can  be 
said  with  certainty  is,  that  the  subsidiary  coinage  should,  for  "hard 
money"  reasons,  be  worth  intrinsically  as  much  as  possible,  whilst 
experience  has  shown  that  if  a  subsidiary  silver  coinage  is  intrinsically 
worth  15  per  cent,  less  than  its  nominal  value,  there  is  not  the  slight- 
est chance  of  its  ever  being  worth  intrinsically  more  than  its  nominal 
value.  The  British  silver  coinage  is  subsidiary  to  the  gold  sovereign, 
or  pound  sterling,  the  standard  coin,  and  has  not,  for  many  years, 
been  intrinsically  worth  more  than  from  80  to  90.  per  cent,  of  its  nom- 
inal value.  Silver  bullion  has  been  very  low  in  London  during  the 
past  few  weeks,  yet  the  British  subsidiary  coinage  has  not  varied  in  its 
value  as  money,  simply  because  it  is  either  exchangeable  at  will  into 
gold  standard  coin,  or  because,  what  is  the  same  thing,  the  Govern- 
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ment  never  issues  more  silver  coin  than  can  be  kept  naturally  in  circu- 
lation, and*never  issues  it  below  its  par  in  gold.  It  must  not  be  sup- 
posed that  because  what  has  been  just  written  is  based  upon  a  gold 
standard,  the  fact  that  the  standard  is  of  one  metal,  whilst  the  subsi- 
diary token  coinage  is  of  another,  makes  any  difference  in  principle. 
The  standard  may  be  silver,  and  the  subsidiary  coinage,  gold  ;  all  that 
is  required  is  that  the  coinage  which  is  subsidiary  shall  never  be  of 
greater  intrinsic  value  than  the  proportion  of  the  standard  which  it 
represents,  and  that  it  should  be  convertible  at  will  into  the  standard  ; 
or,  what  is  the  same  thing,  that  no  more  subsidiary  coinage  shall  be 
issued  than  will  be  kept  in  circulation  by  the  necessities  of  the  public, 
and  that  it  should  be  always  issued  at  its  par  in  ^-©14?  $tt '  s2-46Zt4-t)  frr& 

FOREIGN    EXCHANGE. 

We  have  considered  that  part  of  the  subject  which  consists  of  the 
measure  of  value  in  each  community  or  State.  Now  let  us  consider  it 
with  reference  to  transactions  between  different  countries.  When 
coins  go  out  of  the  country  where  they  are  current,  they  become  bul- 
lion merely,  and  are  not  coins.  Our  "trade"  dollar  is  merely  bullion 
made  up  in  a  convenient  shape,  and  with  a  stamp  on  it  which  shows 
that  our  Government  guarantees  it  is  of  a  particular  fineness  and 
weighs  420  grains.  This  is  a  very  convenient  form  in  which  to  ex- 
port bullion.  Other  countries  may  adopt  it  as  a  standard  if  they  like  ; 
but  they  are  not  obliged  to  do  so,  and  if  they  do,  it  only  amounts  to 
this,  that  they  adopt  as  their  standard  a  silver  coin  which  is  worth  just 
420  grains  of  uncoined  silver  bullion  of  that  particular  fineness;  for, 
as  we  have  seen,  the  value  of  standard  coin  in  the  bullion  of  which 
it  is  made  is  always  its  exact  weight  and  fineness  in  that  bullion. 
Gold  is  recognized  by  all  civilized  nations  as  the  means  of  adjusting 
balances  owing  by  the  people  of  one  country  to  the  people  of  another. 
For  instance  :  suppose  England  sells  coals  to  California,  and  the  Eng- 
lish people  buy  from  us  wheat  of  much  greater  value  than  the  coals, 
that  balance  must  be  adjusted.  The  English  may  adjust  it  by  sending 
us  other  goods.      But  if  tins  cannot  be  arranged,  it  is  the  recognized 
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commercial  custom  that  the  balance  must  be  paid  by  England  in  gold. 
Thus  when  we  hear  of  large  shipments  of  bullion  from  one  country  to 
another,  it  simply  means  that  these  trade  balances  are  being  adjusted. 
Now  gold  and  silver  are  articles  of  commerce  just  as  much  as  any- 
thing else,  and  if  an  English  merchant  has  to  pay  a  balance  to  a  Cali- 
fornia merchant,  measured  in  our  current  coin  here,  he  has  to  send 
here,  directly  or  indirectly,  so  much  gold  or  silver  as  will  buy  here 
(or  will  sell  here  for)  the  exact  sum  which  he  has  to  pay  here  in  our 
current  coin.  Whether  he  ships  that  sum  in  the  shape  of  British  coin 
or  bullion,  makes  no  difference.  For  this  purpose  it  is  all  bullion. 
English  sovereigns  are  not  current  here,  and  can  only  be  made  useful 
by  being  sold  at  a  discount  to  send  back  to  England,  or  being  used 
as  bullion  by  being  coined  into  our  gold  coin,  or  used  for  goldsmith's 
purposes.  If  the  remittance  is  made  in  English  silver  coin,  silver  be- 
ing the  British  subsidiary  coin,  these  coins  are  intrinsically  worth  less 
than  their  nominal  value  in  gold,  so  the  reasoning  that  shows  they 
are  merely  bullion  is  more  forcible  than  in  the  case  of  gold.  Of 
course  such  a  transaction  as  above  described,  an  individual  mer- 
chant of  one  country  shipping  bullion  or  coin  to  an  individual 
merchant  of  another  country  to  pay  a  debt,  seldom,  if  ever,  oc- 
curs, but,  though  individual  merchants  may  not  do  it,  the  banks 
and  money  dealers  in  this  way  pay  the  balances  from  time  to  time  of 
enormous  cross  accounts  between  different  countries.  Another  reason 
why  the  precious  metals  may  be  shipped  from  one  country  to  another 
is,  that  there  may  be  a  greater  demand  in  one  than  in  the  other.  A 
great  demand  makes  a  high  price,  and  where  either  precious  metal 
will  buy  so  much  more  of  anything  in  one  country  than  in  another, 
as  will  cover  the  cost  of  shipping  the  bullion  from  the  latter  to  the 
former,  interest  of  money,  cost  of  shipping  the  purchased  article  back 
to  the  latter  country,  together  with  a  fair  profit,  we  may  be  sure  that 
bullion  will  be  shipped  from  the  latter  to  the  former  ;  but,  if  shipped 
in  the  shape  of  coins,  it  goes  as  bullion  (not  coin),  and  goes  because 
there  is  a  scarcity  of  bullion  in  the  former  country,  or  a  superabund- 
ance of  it  in  the  latter,  and   not  for  any   reason  connected  with  the 
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standard  coin  in  circulation  in  either.  Standard  coin  is,  as  we  have 
seen,  worth  exactly  its  equivalent  in  bullion.  If  bullion  is  super- 
abundant, it  will  raise  prices  in  other  things,  for  you  must  exchange 
more  bullion  for  any  other  article  than  if  bullion  is  scarce.  When 
speaking  of  the  buliion  of  which  standard  coin  is  made,  saying  that 
you  must  give  more  or  less  bullion  for  an  article,  is  simply  saying  you 
must  give  more  or  less  standard  coin  for  it,  that  is,  that  prices  are 
higher  or  lower,  and,  as  shipping  bullion  to  a  country  makes  it  more 
plentiful  in  that  country,  it  tends  to  increase  prices.  This,  however, 
does  not  affect  the  point  we  have  been  considering,  but  is  mentioned 
to  avoid  misunderstanding. 

WHY    IS    OUR    SILVER    COINAGE    DEPRECIATED? 

We  have  seen  :  First — That  a  coinage  is  merely  a  measure  of 
value.  Second — That  though  there  may  be  several  standards  in  one 
community,  it  is  much  more  convenient  to  have  one  standard  only, 
with  a  subsidiary  token  coinage,  convertible,  or  what  is  practically  the 
same  thing,  not  issued  to  a  greater  extent  than  the  needs  of  the  public 
require,  and  issued  at  its  par  value  on  the  standard  coin.  Third — That 
it  is  chimerical  and  impossible  to  attempt  to  fix  the  actual  relative  value 
of  gold  and  silver.  Fourth — That  coins,  when  they  are  out  of  the 
country  where  they  pass  current,  are  bullion  and  nothing  more. 

These  four  propositions  are  indisputable.  Now,  let  us  see  how  far 
they  are  applicable  to  our  own  case.  In  1873  it  was  enacted  by  Con- 
gress that  a  one  dollar  gold  piece  of  the  standard  weight  of  25.8  grains 
should  be  our  "  unit  of  value,"  that  is,  standard  ;  that  there  should  be 
other  gold  coins,  of  which  it  is  only  necessary  to  say  that  they  are 
simply  multiples  of  the  one  dollar  gold  piece.  It  was  also  enacted 
that  our  silver  coins  should  be,  a  "trade"  dollar,  of  420  grains  ;  a  half 
dollar,  of  12.5  grams  (this  was  to  make  two  half  dollars  equal  to  one 
French  five-franc  piece,  which  weighs  25  grams);  and  quarters,  dimes 
and  half  dimes.  As  to  "trade"  dollars  it  was  enacted  that  any  owner 
of  silver  bullion  might  have  it  coined  into  "trade"  dollars,  that  is, 
made  up  into  convenient  parcels  of  bullion  of  420  grains  each,  with 
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the  United  States  Government  stamp  thereon,  as  «  guarantee  of  its 
weight  and  fineness.  These  ''trade"  dollars  were  evidently  intended  to 
be  used  as  parcels  of  bullion  only,  no  doubt,  principally  for  export. 
So  long  as  the  value  of  the  silver  bullion  in  a  "trade"  dollar  was,  when 
measured  by  the  gold  standard,  intrinsically  worth  not  less  than  a  gold 
dollar,  the  holder  of  a  "trade"  dollar  was  as  rich  as  the  holder  of  a 
gold  dollar,  for  he  could  always  get  a  gold  dollar  for  it,  and  thus, 
though  not  strictly  currency,  "trade"  dollars  for  some  time  circulated  as 
coin.  But,  when  the  amount  of  silver  in  a  "trade"  dollar  ceased,  owing 
to  the  fall  in  the  value  of  silver,  when  measured  by  a  gold  standard,  to 
be  worth  a  gold  dollar,  the  "trade"  dollar,  of  course,  fell  to  a  discount, 
when  compared  with  the  gold  dollar,  and  resumed  its  position  as  mere 
bullion.  But  the  "trade"'  dollar  is  really  not  a  coin,  and  it  is  the  rela- 
tion of  the  half  dollars,  quarters,  etc.,  which  are  coin,  to  the  gold  dol- 
lar which  we  must  consider.  The  indications  are  that  Congress  in- 
tended to  establish,  and  thought  it  had  established,  a  standard  gold 
coin  and  a  subsidiary  token  coinage  of  silver.  It  was  enacted,  in 
effect,  that  silver  coins  (other  than  the  "trade"  dollar)  should  be  paid 
out  of  the  several  Mints,  etc.,  in  exchange  for  gold  coins  at  par.  As 
no  one  would  ask  for  silver  coins  in  exchange  for  gold  coins  at  par,  if 
they  would  not  circulate  at  par,  this  enactment  was,  in  fact,  a  pledge 
that  the  Government  would  not  put  into  circulation  silver  coin,  unless 
at  par  with  gold  coin,  and  was  a  sufficient  precaution  to  insure  there 
never  being  more  than  the  necessary  amount  of  silver  coinage  out 
and  the  effect  of  this  enactment  would  further  have  been  to  have  made 
the  silver  coins  subsidiary  tokens  merely,  always  passing  current  for 
the  full  proportion  of  the  gold  dollar,  which  they  respectively  repre- 
sented. But,  instead  of  adhering  to  this  principle,  the  law  went  on  to 
provide  that  for  two  years  after  the-  i  2th  of  February,  1873,  tne  Phila- 
delphia Mint  and  the  New  York  Assay  Office  might  issue  silver  coins 
practically  on  the  same  principle  on  which  "trade"  dollars  were  to  be 
issued,  that  is,  that  owners  of  silver  bullion  might,  at  those  two  offices, 
have  bullion  coined  into  half  dollars,  etc.  So  that,  whilst  at  all  the 
other  Mints  the  public  had  to  pay  gold  coin  for  half  dollars,  etc.,  at 


16 

par,  at  these  two  offices  people  could  get  half  dollars  made  out  of  their 
own  weight  in  silver  bullion,  less  Mint  charges,  etc.  Inasmuch  as 
there  was  not  as  much  silver  in  two  half  dollars  as  would  buy  a  gold 
dollar,  by  some  10  or  15  per  cent.,  the  Government  were  really  selling 
silver  coins  in  New  York  and  Philadelphia  at  considerably  less  than  at 
the  other  Mints,  and  at  considerably  less  than  par  on  the  gold  dollar, 
and  it  became  worth  while  to  send  silver  bars  from  all  parts  of  the 
country  to  Philadelphia  and  New  York,  to  be  turned  into  silver  coin- 
age. Thus,  supposing  $100  in  silver  contained  only  so  much  bul- 
lion as  would  buy  $85  in  gold,  or  what  is  the  same  thing,  that  you 
could  buy  as  much  silver  for  $85  in  gold  as  would  make  200  half 
dollars  in  silver ;  that  you  then  bought  that  amount  of  silver  for  $85, 
had  it  coined  into  200  half  dollars  at  Philadelphia  or  New  York, 
and  that  you  could  pass  away  your  200  half  dollars  (that  is,  $100 
silver),  even  at  a  discount  of  say  5  per  cent.,  you  would  still  have 
had  10  per  cent.,  which,  after  deducting  carriage,  Mint  charges  and 
interest  of  money,  would  be  ail  profit.  There  can  be  no  doubt, 
though  it  may  not  be  generally  known,  that  large  profits  were  made 
in  this  way  during  that  two  years  by  dealers  in  bullion.  The  na- 
tural result  was  to  flood  the  country  with  more  silver  coin  than  the 
public  needed,  and  to  violate  the  pledge  above  referred  to,  by  depreci- 
ating the  silver  coinage.  Though  these  operations  necessarily  ceased 
when  the  two  years  from  February,  1873,  expired,  we  are  still  suf- 
fering from  their  effects.  Congress  has  since  inflicted  another  bur- 
den upon  the  country,  by  the  mode  in  which  the  fractional  paper 
currency  is  to  be  taken  up.  To  take  up  the  paper  currency,  and 
introduce  silver  in  its  place,  is  what  we  desire,  but  it  should  be  done 
in  such  a  way  as  not  to  depreciate  the  silver  coinage,  and  violate 
the  pledge  before  mentioned .  The  Government  is  giving  silver  coin 
in  exchange  for  fractional  paper  currency  at  par.  Therefore,  sup- 
posing $100  in  gold  coin  will  buy  $112  in  fractional  paper  currency — 
this  is  about  the  actual  figure — a  man  can  buy  that  in  paper  currency 
for  $100  in  gold,  which  he  can  sell  to  the  Government  for  $112  in  sil- 
ver coin,  which,  of  course,  depreciates  the  silver  coinage,  being  the 
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same  thing  as  buying  $112  in  silver  from  the  Government  for  $100 
in  gold  ;  and  so  long  as  gold  is  at  a  premium,  as  regards  fractional 
paper  currency,  and  the  latter  is  being  redeemed  at  par  in  silver 
coin,  so  long  is  the  pledge  that  silver  coin  will  only  be  issued  in 
exchange  for  gold  coin  at  par  being  broken,  and  so  long  is  silver 
coin  likely  to  be  depreciated.  There  may  be  other  modes  of  taking 
up  the  fractional  paper  currency  which  are  sound,  but  the  follow- 
ing is  one  which  seems  to  be  so.  Let  the  Government  buy  it  up 
for  gold  coin,  just  as  other  people  do.  Before  long,  the  public  in 
the  East  will  be  crying  out  that  they  are  sho/t  of  "  change."  Then 
let  the  Government  issue,  as  it  already  is  pledged  to  do,  silver  coin  in 
exchange  for  gold  coin  at  par.  This  course  might,  in  time,  raise  the 
value  of  the  fractional  paper  currency;  but  until  it  raised  it  to  par,  the 
Government  would  make  a  profit  out  of  the  transaction,  and,  in  any 
event,  the  Government  could  lose  no  more  than  by  the  present  sys- 
tem, and  it  is  quite  certain  the  value  of  the  silver  coinage  would  be 
kept  up  to  par,  according  to  pledge. 

It  would  be  impossible,  in  the  largest  treatise,  to  discuss  every 
scheme  for  the  alteration  of  our  monetary  system  which  has  been,  or 
may  be,  brought  forward  ;  but  the  general  public  should  test  each 
one  presented  to  their  notice  by  the  self-evident  truths  above  pointed 
out.  Any  scheme  which  directly  or  indirectly,  wholly  or  partially, 
sets  at  nought,  or  infringes  upon  the  principles  upon  which  these 
truths  are  founded,  is  unsound,  and  injurious  to  the  public. 

Having  answered  the  question  we  originally  propounded,  "Why  is 
our  silver  coinage  depreciated  ?"  we  might  properly  conclude  ;  but  the 
present  low  price  of  silver  bullion  has  been  so  much  talked  of,  as 
though  it  had  something  to  do  with  the  depreciation  of  our  silver  coin, 
that  it  may  be  well  to  add  a  word  on  the  subject.  The  price  of  silver 
bullion  has  nothing  whatever  to  do  with  any  depreciation  in  the  value 
of  a  subsidiary  token  coin.  This  follows  directly  from  our  previous 
reasoning.  We  have  already  seen  that  subsidiary  token  coins,  con- 
vertible into  the  standard,  or  of  which  not  more  is  issued  than  the 
public  require,  and  always  issued  at  par,  will  pass  current  at  par  with 
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its  nominal  value  in  standard  coin.  The  price  of  the  bullion  of 
which  it  is  made  makes  no  difference.  But  bullion  is  like  every  other 
commodity — its  price  falls  or  rises,  according  to  the  demand  for  it. 
The  Germans  recently  introduced  gold  as  their  standard,  and  though 
they  must  retain  a  certain  amount  of  silver  for  subsidiary  coinage,  no 
doubt  an  immense  quantity  of  their  former  silver  coinage  has  been 
thrown  into  the  markets  of  the  world  as  bullion.  The  first  things 
people  cease  to  buy,  when  trade  is  bad,  are  plate,  jewelry,  etc.,  and  as 
trade  has  been  bad  pretty  nearly  all  over  the  world  for  some  time, 
these  circumstances,  coupled  with  large  production,  have  made  silver 
bullion  plentiful,  that  is,  cheap.  But  playing  tricks  with  the  coinage 
or  monetary  systems  of  one  country,  or  of  the  world,  will  not  raise  the 
price  of  silver  bullion  if  the  supply  is  greater  than  the  demand,  or 
lower  it  if  the  demand  is  greater  than  the  supply.  To  coin  silver  dol- 
lars here,  and  pay  our  foreign  creditor  with  them,  may  be  perfectly 
fair  and  proper,  if  it  morally,  as  well  as  legally,  fulfills  our  contract  ; 
but  it  will  not  raise  the  price  of  silver  bullion,  for  every  dollar  we  send 
abroad  is  so  much  silver  bullion,  as  we  have  before  seen,  and  will  sim- 
ply increase  the  supply  of  silver  bullion  in  foreign  markets,  and  thus 
tend  to  lower  its  price. 
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